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29 Hay 1864

M MGRANLYR FOA: Deputy Divector {(Inteliligence)

THEBOGE i Asmietent Director for Cuarrent Intelligeacs
SURIECyY ¢ The UL Trade Ezpansion Mrogram at the ity
Conferenco

i. ¥rior to the adjournmont of the GATY ministerisl
meeting in Geneva at midnlght on %1 day, the U2 sud the Commen
Harket reschod the agreemesnt on irade asnd tavift policios shich has
iwen widely reported in the intersationsl preass. By sccept ing
s compremise not fally satisfsctory to either, the two asptagonisis
svertod s clash vhich would almost certsinly bave shaken the Cowm-
mon durket, and with it, the prospecis for an effective Atlsntie
perinership, The mutuslly scceplable formuls wes Touond, however,
only zfter the elevemih-hour Lad psosed, no one believes that the
basic imsues have besn setiled, snd oaly the most optiminfic Texl
any confidesce that the sucoess of the President®s trade expannion
srogran i already sssured,

de Ag indicsted in my wscon of 1Y Hay, the eriticsl isoue i
wanwve vy the conflict betwees the WS desirs for & Pirs emiorso-
went of an eguel, linevey percentoge reduction in industrisl teriffe
and the EC wish to combine » smeller reduction with harmonizstion
af tariffs, by sowe swob device as the “ecyetoment" plan, The
formela whick finslly ceergsd irtom the Cenpve telbs in effert coupe
ninds the two., A% stated iv the cosmenigue, tariff segotistions
#hall be Laswd om & plan for subatential, liaesr, and syusl reduc-
long with o bare wminimum 30 cxcepilons., Yowever, whoere thors sre
“wignilicent dispeavities” in warifs laevela, the redwctions »i11 be
hsed o “specisl rules of genersl snd sulomatic applicstioa,™
Theae ruleg--as well ss the genernl plan=--will be worked out withe
in the next tevo monthe by & Lrede negotisting commtttoe which has
beon isptrucied to take inte sccount ss agreement that the words
“gigniflcant disparities in tariff! levels" ig scevnted to wean
"meaningfel ia trade Levms,”

Fe These curious arringomcenis oan anly be understoed by
reference Lo the regpective UF and Cosmon Warket positionse Loth
prioy to and et the Gemevs telks. Governor Horter wom under
sirict Prespidentisl instruciion nei "te deviate in any way fvom
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the principle of egusl linesy euis,” By contrawi, the ¥EC
delegation~-although suthorized to eandorss & "liwesr, auiomatic,
and geseral™ cut--wap insiructed 1o push for working paviy
considerstion of both the lintar awd “azay ether” propossis,
including propossle for desling with the “problea™ gansed by
the disparity between the EEXC and UE tasriff schedules., 4o scoes
by the EEC, o stralght linesr cat would leave the 85 with sub-
stantisl protectiion on those ftems on which U8B teriffe sre
exceptionally bigh, while depriving the ZEC of bargeiniuvg power
to effect thelr reduction. As scen by the U8, 2 low tariff may
be as protective as & high ove, and the significent eriterion
iw the impact of hoth en the flow of trade,

%, To sttenpt to sy st this date which side ham had the
better of the argunent ls pointlesg--~the fact of the matter is
that u0 one knows, The mindaterr eadorsed the principle of sn
egual, liscar ent in teriffs, qualified to & dggree, however,

88 yei to be decided, It is the tusk of the trade negotiating
connittee boih to devise the “specinl rules” flor disparate
tarifies ond to decide the extesnt ito which these rules ahoule
spply. Although U8 officisls hove asid that the “eoretement®
ides ham heen rejented, it is Jifficelt to imesgloe any “generai
sod sutomatic™ wules which would sot besr repomblance 1o the
"seretoment” plan and require s groestor and therefore unegual
roduction of tariffe in the upper Yrackets, Horeover, vwhile

the U8 will seek to mimimiwe the spplication of such rales, the
BEC will try to maximizw, and even thoughk the U8 should sveceed
in foousing the argumest on trede flow, there is room for ¢inpe
sgreemsnt whether disparities are "significsnt” in terss of pest
or smse hypothetical fature trade experieacs., Iu other words,
#ll thet e boen dendded i that there will be & genersl tarifl
eut of wndelerained depth which will be equal, except in thoweo
capen wherve it is determined it whall be usequal.

& Fespacting olthor issuss o¢ the coufercnew, it wois sgreed
that nou-~tariff barricrs to tradd will be conkidered in the forih-
coning negotlations--o knife which will But both weys,., Agreement
wag also reached that every offcrt ghould he wede 1o luoressc the
export apportunitios of less-developed countries, but sn “sotion
program” to do this falled to win approval--largely because of
the desive of the BEC and itr sssoclasted states to retain their
preferantinl ties, Iespocilog the agroement to include trade i
sgriculiuwral products in the trade bargeining, the "rules™ for
this have not been decided snd werlous segotistions ave unlikely
until such time as the ¥EC hos further doveloped its iuternal f
agricultursl policies. Ia thig respect, it is d4ffieult to Judge
which iz the gloomier segury for an orderly intovpationsi
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crdugitural merkete-the aegaiive onteomy of the I8 whest
rofeyendan lawt webk or the stotemsal of Yewi Germany's sgri-
euiturel winlgter that Bona iz Yon principle” opposed to any

veddizotion in fte high suppori mvice for graiss,

£. 'The bhitter batfile et teveve iz syspiomatic dn the
ecimonic sphere of the lntra<idtlisntic tenmions which exist slsc
2t the political and military level, and 1t is an open gueztion
viether U8 tmctice st the GATYT meeting were well-caleoulated 1o
euge them, It is of course casy to overlook the fact thai cow~
potition iz keen in the intevrsstional mevket place, amd tough
bergeiniog may be the languspe that is understood, Moreover,
thare is s body of opintoa which holds thet it was and remsing
e Gaulle's objective to cremte an suterkic sommusity, boih
economic snd politicsl, If so, Herter may be correci in clain-
fng, a8 he does, that the U# spproach wee “very helpful in
resching the vepult achieved.,” ilowever, it ig also cauy to
averiook ithe exteat to which the imupge of the sharp Yankes
trader hes gelved Europesn sccepiance. Other observera believe
that U8 palicy did not taks sdeauately into asccount the pollticsl
sry! economic reslities within the BED, that i1 wee rigld and even
TerudeY {(See London Foonawmist, &L Msy 1863, p. V60), sad that §°
indlezibility noarly consolidaiced the EEC in support of the
mutrene freach position, Horaeover, ia Judgplsg the “resslt
achhievedt, the fsot im thet nelther the U nor--=in this osgc-w
e Frenck epe able to bhold 1o iits oozisws position without vise
Biug braader and possidbly sore lumportant objecilivesn.

5. in any chpe, L1t moy v s bed to ke half erong as wholly
wreong, amd dn the persenal opluiea of the undersigned, the il
iz frat aporocching whan the F should vaime with itwelf some
i guentionz, Immedisiely pricer to the agreement weached ot
re Horter veporbted that the “BLC very aesrly hroke up over
lesuns pregented,” Is 11 in the I8 funtevewt to run such
vigke, and 1Y g0, are we ceritais vhatl the situstion would o in
featers buvope 4f 8 miscalicuistion should lesd o the celleose
ai the intﬂgr&tiqn axpeyriment? (¢ wsy elso be asked L¥ we ave
vppemitiing US prestige fn Yesiern hurope to the schievement of
sy imary objectives, or pre woe vasting it too freguestly on ispucs
of legger importeace? & cage iz point ig the trependousn effort of
the nast yeer to pregerve the 'Y marhkel in Yurape for poultry--z
s ket which, however valuzibile in the pant few yeers, is zlmosit
zerisin to be lost as Furopsasniechnology advences, o may sinu
wonder whother, in desling vidik the PRI, we have parhepe oo
ﬁv mepperized by the "Leo Gaalls preblem™ thal we are L00 cagor

m conbat sad too gelek 10 winimise the extent of his supmort,
re we aeting se well on (e besie of exceooslve generalizmation’

Iﬂ U8 eyes, France has emcrged from the Ueneve encousnter as tho

villain~~Erhprd, the haevro, Yot, however protectionist fronch
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fermers wny be, the main obmiscle (o am ELC graiv policy we
could live with lies with Boan, not Pazris, It msey be usefal sw
wll Lo rocall thet im 1958 it was Proves vhiche-is our grent
satisfactione--bilooked the emergence of » preferential Luvopesn
industrial iree trade area, s project ardently advocated Ly
Erhard,

¥, Even though the formal opesaing of the Keonedy round
im wstill a yesr sway, thore is little tims for leiswrely con-
sideration of these basic issues, The trade negotisting oo~
mittee establispod by the Geneva confevenve is seheduled to
convene in June, snd the desdline for sgresment on s mpotiating
plen ie X August, A) - there le little prospect of ewrly
definitive coopideration in GATT of » plee for sgricultursl
nogotintions, the EEC's form policies will be establishodepnd
profhably "aet"~-doring the next year. Moroever, despite the
paupe since lust Jasuary, the Common Nevket im sn enterprise
which iz snlikely to resmein indefinitely in the pupe stage.

25X1A

Posteript! A 28 Yey ceble fyrew the U5 mission to the E¥C, recelived
gince ?%@ above wee prepaved, repuris that the Y0 minieters are
meoting on 30~31 Hay (o review the vesultz of the GATY misisterisl
and glve instructions for the aecossery follow-up. Agenvding to
the misalon, the FEC Commission’s interpretation of the apyeoment
refersed to in the lest ssatence of Favegravh B sbove g *fundo
sontally at varisnce with the Lo understanding.” Snbaseador
Twthill im weking ropresentations ifo the Comulssioners sud to Lhe
pembor-coaniyy delogations,
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